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I just got farmland, what do I do now?

You have a valuable asset

⁃ Historically, has had returns near stock market returns

⁃ Typically has a low current return, 
cash rent less costs is typically 2% of value

⁃ Typically, capital gains (growth in farmland price) 
make up the largest percentage of farmland return

Would not suggest selling the asset



Farmland Prices in Illinois
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Tasks of farmland owner

• Select a farmer (tenant)

•Determine and manage a rental arrangement

•Assess the property

• Ensure all long-term investments are in place

Professional Farm Management is an option



Leasing arrangements

Typically have a year-to-year lease

If no written lease, changes need to be made 
in Illinois by October 30

Leasing characteristics

⁃Management by tenant

⁃ Risk (once the lease has been signed)

⁃ Difficulty in setting lease terms each year



Leases

Lease type Management Risk
Term

Difficulty

Share rent lease Med Med to High Low

Cash rent lease Low Low High

Variable cash rent lease Low Med Med

Custom farming High High Med

Slow movement away from share to cash rents
Variable cash rent is growing but small
Custom farming is low percentage



Leasing arrangements used by farm managers

Shifts away 
from share rents
to cash rents

26%

12%

26%

31%

5% Custom farming

Variable cash rent

Cash rent

Modified 
share rent

Share rent

Increases in



Share Rent Lease

Landowner and tenant share in input costs and revenue

⁃ Seed, fertilizer, herbicides, insecticides, fungicides.

⁃ Landowner receives grain, 
on which they pay storage/drying

⁃ Landowner has share of 
commodity title payment 
(deals with Farm Service Agency)



Share Rent Lease

Northern/central Illinois

⁃50/50 common, 
landowner gets 50% of the grain
and pays 50% of crop costs

⁃Often has an additional rent 
($25 to $35 per acre)



Share Rent Lease

Southern Illinois 
(more variable terms)

⁃2/3 to farmer, 1/3 to landowner, 
farmer pays all seed costs

⁃50/50

⁃60 farmer / 40 landowner



Share Rent Lease

Landowner pays property tax 
and maintains land improvements



Share Rent Lease

Farmer pays all machinery costs, including fuel

Lime often paid by farmer, have a contract that 
prorates cost over life of asset



Leasing 
on farmdoc
farmdoc.illinois.edu



Cash Rent Lease

• Farmer pays landowner a cash rent per year

•Agree on the cash rent before field operations
(major sticking point)

•Payments can occur:

⁃ Once a year before planting

⁃ Twice a year: once before planting, once at harvest

⁃More times



County Cash Rents

2021 Cash Rents Released by the 
National Agricultural Statistical Service

Most rents went up about $30
in Northern and Central Illinois
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Cast Rent Lease Characteristics

•Cash rent is the difficult parameter to determine

• Landowners have little management and risk

• Still need to inspect property 
and deal with land improvements

•Cash rents tend to lag farmland returns



Operator and Land Returns, Share Rent, and Cash Rents, 
High-Productivity Farmland in Central Illinois, 2000 to 2022P

Source:  Data summarized from farms enrolled in Illinois Farm Business Farm Management (FBFM)
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Variable Cash Lease

•Modification of a cash rent lease, 
to consider the impacts of return changes over time

•Give an example, many different kinds



farmdocdaily.illinois.edu/2021/08/a-straight-forward-structure-for-a-variable-cash-rent.html



Negotiated parts 
of variable lease

Minimum cash rent 
(and maximum cash rent)

Additional cash rent that varies 
based on economic conditions, 
usually crop revenue



Negotiated items 
of a Variable Lease
Minimum cash rent

Additional payment as a percent of crop revenue 
exceeds the minimum cash rent based on 
rent factor times crop revenue

Crop revenue equals farm yield times market price

Market price is an average of quotes 
of an agreed upon delivery point 

Quote every Wednesday from XYZ elevator 
from March to October



Minimum cash rent

North $200/acre
214 bu/acre expected corn yield 2022

Central-High $230/acre
214 bu/acre expected corn yield 2022

Central-Low $180/acre
209 bu/acre expected corn yield 2022

South $130/acre
160 bu/acre expected corn yield 2022



Rent Factor

Percent of revenue that 
determines final cash rent

Varies between 
corn and soybeans

Rent factors causing 
variable cash rents to 
average cash rent 
over time

31%

33%

24%

Corn Soybeans

42%

43%

31%
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Advantages and Disadvantages
(compared to cash rent)

Advantages

Adjusts cash rents to vary with returns, 
so less need to renegotiate rents (self adjusting)

Disadvantage

More terms to negotiate initially



Custom farming

• Landowner pays a flat fee for all field operations

• Landowner buys all inputs and markets all grain

•High management/High risk

•Not many landowner use this alternative 



Selling Farmland

•Calculate and understand taxes before selling

•Alternative assets have their own risk/return profile 
which may not be better than farmland

•Goal: Sell it and have fun, go for it



Transferring Farmland

•Has to be part of an estate plan

• Some favorable tax implications 
of transfer (step up in basis) 

• If it all possible, give as 
undivided interest



Methods of transfer

Undivided interests (tenancy in common)

⁃ Can give equal division to each heir

⁃ Concern with difficulties in the future if disagreements arise

Divided Interest

⁃ Divide farmland and each heir gets their part

Land owning entity 
(limited liability companies and limited liability partnerships)

⁃ Unique ways of doing this including limited liability companies

⁃ Can work but . . . . (see rule about about managing from grave)



Observation

Most likely, your children, and definitely grandchildren, 
will have less of an attachment to the farm than you do

I suggest not planning for the farmland 
to remain in the family indefinitely

Don’t try and manage your 
heirs’ affairs from the grave



Upcoming Webinars

Nov 3: Nitrogen fertilizer decisions for 2023
Farmers are being strongly encouraged to shift fertilizer applications away from the fall to the spring as it can 

lead to improved water quality impacts.  However, high fertilizer prices and heightened uncertainty 

surrounding supply chains create incentives to move forward with at least some level of fall application as a 

risk management strategy.  This webinar will discuss these issues and other factors facing Midwest farmers 

as they make their fertilizer decisions for the 2023 crop.

Nov 10: Farm Tax Planning Strategies 2022
FBFM staff offer insight for key tax topics to produce meaningful year end planning results.  Strategies to 

manage tax liability using depreciation, prepaying expenses, retirement plans, installment contracts, and tax 

brackets will be discussed.  Income tax liabilities are often a significant reduction to net worth; planning 

before year end helps guide to better results.  Looking ahead to 2023 and beyond will also be important.  

We’ll also describe a few items that can be done after year end in case surprises arise.
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Thank You for joining us!
Please submit your questions

Visit us at 


